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Farm Service Agency ~ Communication is Key in Lending
Texas State Office
Farm Service Agency (FSA) is committed to providing our farm loan
2405 Texas Ave. South borrowers the tools necessary to be a success. A part of ensuring
College Station, Texas 77840 this success is providing guidance and counsel from the loan
Phone: 979-680-5151 application process through the borrower’s graduation to
commercial lending institutions.
State Executive Director:
Erasmo (Eddie) Trevino, While it is FSA’'s commitment to advise borrowers as they identify
Acting goals and evaluate progress, it is crucial for borrowers to
communicate with their farm loan staff when changes occur. It is
State Committee: the borrower’s responsibility to alert FSA to any of the following:
Debra Barrett

Armando Mandujano Any proposed or significant changes in farming operation
Wesley Ratcliff Any significant changes to family income or expenses
Glen A. Rod Development of problem situations

; : Any losses or proposed significant changes in securit
Executive Officer: y prop g g y

Erasmo (Eddie) Trevino L
In addition, if a farm loan borrower cannot make payments to

(Continued...)
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Division Chiefs: suppliers, other creditors, or FSA on time, contact your farm loan
Ronda Arnett staff immediately to discuss loan servicing options.

Gaye De Leon, Acting

Chris Morris For more information on FSA farm loan programs, visit

Darren Owens ww.fsa.usda.gov.

David Sullivan

To find contact information for
your local office go to:
http://www.fsa.usda.gov/tx

FSA Direct Loans

FSA offers direct farm ownership and direct farm operating Loans to producers who want to
establish, maintain or strengthen their farm or ranch. FSA loan officers process, approve and
service direct loans.

Direct farm operating loans can be used to purchase livestock and feed, farm equipment, fuel, farm
chemicals, insurance and other costs including family living expenses. Operating loans can also be
used to finance minor improvements or repairs to buildings and to refinance some farm-related
debts, excluding real estate.

Direct farm ownership loans can be used to purchase farmland, enlarge an existing farm, construct
and repair buildings, and to make farm improvements.

The maximum loan amount for both direct farm ownership and operating loans is $300,000, and a
down payment is not required. Repayment terms vary depending on the type of loan, collateral and
the producer's ability to repay the loan. Operating loans are normally repaid within seven years and
farm ownership loans are not to exceed 40 years.

Please contact your local FSA office for more information or to apply for a direct farm ownership or
operating loan.

FSA's Guaranteed Loan Program

FSA guaranteed loans allow lenders to provide agricultural credit to farmers who do not meet the
lender's normal underwriting criteria. Farmers and ranchers apply for a guaranteed loan through a
lender, and the lender arranges for the guarantee. FSA can guarantee up to 95 percent of the loss
of principal and interest on a loan. Guaranteed loans can be used for both farm ownership and
operating purposes.

Guaranteed farm ownership loans can be used to purchase farmland, construct or repair buildings,
develop farmland to promote soil and water conservation or to refinance debt.

Guaranteed operating loans can be used to purchase livestock, farm equipment, feed, seed, fuel,
farm chemicals, insurance and other operating expenses.

FSA can guarantee farm ownership and operating loans up to $1,399,000. Repayment terms vary
depending on the type of loan, collateral and the producer's ability to repay the loan. Operating
loans are normally repaid within seven years and farm ownership loans are not to exceed 40 years.

Please contact your lender or local FSA farm loan office for more information on guaranteed loans.
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New 'Actively Engaged' Provisions for Non-Family Joint
Operations, Entities

Many Farm Service Agency programs require all program participants, either individuals or legal
entities, to be “actively engaged in farming.” This means participants provide a significant
contribution to the farming operation, whether it is capital, land, equipment, active personal labor, or
management.

For entities, each partner, stockholder, or member with an ownership interest must contribute active
personal labor or management to the operation on a regular basis.

The 2014 Farm Bill established additional payment eligibility provisions relating to the farm
management component of meeting “actively engaged in farming.” These new provisions apply to
joint operations comprised of non-family members or partners, stockholders or persons with an
ownership in the farming operation. Effective for 2016 and subsequent crop years, non-family joint
operations are afforded to one member that may use a significant contribution of active personal
management exclusively to meet the requirements to be determined “actively engaged in farming.”
The person or member will be defined as the Farm Manager for the purposes of administering these
new management provisions.

In some instances, additional persons or members of a non-family member joint operation who
meet the definition of Farm Manager may also use such a contribution of active personal
management to meet eligibility requirements. However, under no circumstances may the number of
Farm Managers in a non-family joint operation exceed a total of three in any given crop and
program year.

Emergency Assistance for Livestock, Honeybee, and Farm-

Raised Fish Program (ELAP)

The Emergency Assistance for Livestock, Honeybees and Farm-Raised Fish Program (ELAP)
provides emergency assistance to eligible livestock, honeybee, and farm-raised fish producers who
have losses due to disease, adverse weather or other conditions, such as blizzards and wildfires,
not covered by other agricultural disaster assistance programs.

Eligible livestock losses include grazing losses not covered under the Livestock Forage Disaster
Program (LFP), loss of purchased feed and/or mechanically harvested feed due to an eligible
adverse weather event, additional cost of transporting water because of an eligible drought and
additional cost associated with gathering livestock to treat for cattle tick fever.

Eligible honeybee losses include loss of purchased feed due to an eligible adverse weather event,
cost of additional feed purchased above normal quantities due to an eligible adverse weather
condition, colony losses in excess of normal mortality due to an eligible weather event or loss
condition, including CCD, and hive losses due to eligible adverse weather.

Eligible farm-raised fish losses include death losses in excess of normal mortality and/or loss of
purchased feed due to an eligible adverse weather event.

Producers who suffer eligible livestock, honeybee, or farm-raised fish losses from Oct. 1, 2016, to
Sept. 30, 2017 must file:

¢ Notice of Loss the earlier of 30 calendar days of when the loss is apparent or Nov. 1, 2017
e Application for payment by Nov. 1, 2017

The Farm Bill caps ELAP disaster funding at $20 million per federal fiscal year. (Cont'd...)
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The following ELAP Fact Sheets (by topic) are available online:

e ELAP for Farm-Raised Fish Fact Sheet
e ELAP for Livestock Fact Sheet
e ELAP for Honeybees Fact Sheet

To view these and other FSA program fact sheets, visit the FSA fact sheet web page at
www.fsa.usda.gov/factsheets.

USDA Encourages Producers to Consider Risk Protection
Coverage before Crop Sales Deadlines

The Farm Service Agency encourages producers to examine available USDA crop risk protection
options, including federal crop insurance and Noninsured Crop Disaster Assistance Program (NAP)
coverage, before the applicable crop sales deadline.

Producers are reminded that crops not covered by insurance may be eligible for NAP. The 2014
Farm Bill expanded NAP to include higher levels of protection. Beginning, underserved and limited
resource farmers are now eligible for free catastrophic level coverage, as well as discounted
premiums for additional levels of protection.

Federal crop insurance covers crop losses from natural adversities such as drought, hail and
excessive moisture. NAP covers losses from natural disasters on crops for which no permanent
federal crop insurance program is available, including perennial grass forage and grazing crops,
fruits, vegetables, mushrooms, floriculture, ornamental nursery, aquaculture, turf grass, ginseng,
honey, syrup, bioenergy, and industrial crops.

Producers can determine if crops are eligible for federal crop insurance or NAP by visiting
https://webapp.rma.usda.gov/apps/actuarialinformationbrowser2017/CropCriteria.aspx.

NAP basic coverage is available at 55 percent of the average market price for crop losses that
exceed 50 percent of expected production, with higher levels of coverage, up to 65 percent of their
expected production at 100 percent of the average market price, including coverage for organics
and crops marketed directly to consumers.

Deadlines for coverage vary by state and crop. To learn more about NAP visit
www.fsa.usda.gov/nap or contact your local USDA Service Center. To find your local USDA Service
Centers go to http://offices.usda.gov.

Federal crop insurance coverage is sold and delivered solely through private insurance agents.
Agent lists are available at all USDA Service Centers or at USDA'’s online Agent Locator:
http://prodwebnlb.rma.usda.gov/apps/AgentLocator/#. Producers can use the USDA Cost Estimator,
https://ewebapp.rma.usda.gov/apps/costestimator/Default.aspx, to predict insurance premium costs.

Filing a Notice of Loss

The CCC-576, Notice of Loss, is used to report failed acreage and prevented planting and may be
completed by any producer with an interest in the crop. Timely filing a Notice of Loss is required for
all crops including grasses. For losses on crops covered by the Non-Insured Crop Disaster
Assistance Program (NAP), you must file a CCC-576, Notice of Loss, in the FSA County Office
within 15 days of the occurrence of the disaster or when losses become apparent or 15 calendar
days after the normal harvest date. (Cont'd...)
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Producers of hand-harvested crops must notify FSA of damage or loss through the administrative
County Office within 72 hours of the date of damage or loss first becomes apparent. This natification
can be provided by filing a CCC-576, email, fax or phone. Producers who notify the County Office
by any method other than by filing the CCC-576 are still required to file a CCC-576, Notice of Loss,
within the required 15 calendar days.

If filing for prevented planting, an acreage report and CCC-576 must be filed within 15 calendar
days of the final planting date for the crop.

CRP Routine Grazing and Managed Harvesting

Conservation Reserve Program (CRP) participants can utilize routine grazing and managed
harvesting as outlined in their conservation plan. Managed harvesting and routine grazing are
authorized under certain conditions to improve the quality and performance of the CRP cover.

Routine grazing is authorized every other year. Contracts approved prior to July 28, 2010, and still
considered managed grazing can only participate in grazing one out of every three years.

Managed harvesting for hay is authorized no more frequently than one in three years.

Under normal conditions, managed haying and routine grazing can be requested at the local FSA
office by the landowner or producer on the CRP contract. The same acreage cannot be hayed and
grazed.

CRP acres must be considered fully established before haying or grazing can be authorized. In
addition, haying or grazing CRP acres is not authorized during the primary nesting season. For
Texas, the primary nesting season is March 1 through July 1. Producer must request approval

before haying or grazing the acreage.

For routine grazing, the authorization expires September 30, 2017 and all livestock must be
removed by October 1, 2017. CRP patrticipants must report the number of acres grazed to FSA by
no later than October 10, 2017.

Before grazing eligible acreage, CRP participants must request approval and obtain a modified
conservation plan to include routine grazing requirements. CRP participants are not permitted to
graze any acreage hayed or grazed under managed or emergency provisions.

For haying, the authorization expires September 30 and all hay bales must be completely
removed from CRP contract acres no later than 10 calendar days after baling. CRP participants
must report the acreage hayed no later than October 10, 2017. Haying is limited to one cutting.

Routine grazing and managed harvesting will result in an annual rental payment reduction of no less
than 25 percent based on the number of acres actually grazed or harvested. Producers who qualify
as a beginning farmer or rancher, who are grazing CRP acres, will not be assessed a payment
reduction. This waiver only applies to routine grazing.

All hayed and grazed acres are subject to FSA spot-check at any time during or after the
authorization period.

It is important to contact your local FSA office prior to any haying or grazing activities on CRP acres
to ensure your contract remains in compliance.
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CRP Participants Must Maintain Approved Cover on Acreage
Enrolled in CRP, Farm Programs

Conservation Reserve Program (CRP) participants are responsible for ensuring adequate,
approved vegetative and practice cover is maintained to control erosion throughout the life of the
contract after the practice has been established.

Participants must also control undesirable vegetation, weeds (including noxious weeds), insects and
rodents that may pose a threat to existing cover or adversely impact other landowners in the area.

All CRP maintenance activities, such as mowing, burning, disking, and spraying, must be conducted
outside the primary nesting or brood rearing season for wildlife, which is March 1 through July 1 in
Texas. However, spot treatment of the acreage may be allowed during the primary nesting or brood
rearing season if, left untreated, the weeds, insects or undesirable species would adversely impact
the approved cover. In this instance, spot treatment is limited to the affected areas in the field and
requires County Committee approval prior to beginning the spot treatment. The County Committee
will consult with NRCS to determine if such activities are needed to maintain the approved cover.

Annual mowing of CRP for generic weed control or cosmetic purposes is prohibited at all times.

CRP Payment Limitation

Payments and benefits received under the Conservation Reserve Program (CRP) are subject to the
following:

¢ Payment limitation by direct attribution
e Foreign person rule
e Average adjusted gross income (AGI) limitation

The 2014 Farm Bill continued the $50,000 maximum CRP payment amount that can be received
annually, directly or indirectly, by each person or legal entity. This payment limitation includes all
annual rental payments and incentive payments (Sign-up Incentive Payments and Practice
Incentive Payments). Annual rental payments are attributed (earned) in the fiscal year in which
program performance occurs. Sign-up Incentive Payments (SIP) are attributed (earned) based on
the fiscal year in which the contract is approved, not the fiscal year the contract is effective. Practice
Incentive Payments (PIP) are attributed (earned) based on the fiscal year in which the cost-share
documentation is completed and the producer or technical service provider certifies performance of
practice completion to the county office.

Such limitation on payments is controlled by direct attribution.

Program payments made directly or indirectly to a person are combined with the pro rata
interest held in any legal entity that received payment, unless the payments to the legal
entity have been reduced by the pro rata share of the person

Program payments made directly to a legal entity are attributed to those persons that have
a direct and indirect interest in the legal entity, unless the payments to the legal entity have
been reduced by the pro rata share of the person.

Payment attribution to a legal entity is tracked through four levels of ownership. If any part
of the ownership interest at the fourth level is owned by another legal entity, a reduction in
payment will be applied to the payment entity in the amount that represents the indirect
interest of the fourth level entity in the payment entity.

Essentially, all payments will be “attributed” to a person’s Social Security Number. Given the current
CRP annual rental rates in many areas, it is important producers are aware of how CRP offered
acreages impact their $50,000 annual payment limitation. Producers should contact their local FSA
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office for additional information.

NOTE: The information in this article only applies to contracts subject to 4-PL and 5-PL regulations.
It does not apply to contacts subject to 1-PL regulations.

MAL, LDP Policy Changes for 2014-2018 Crop Years

The Agricultural Act of 2014 authorized 2014-2018 crop year Marketing Assistance Loans (MALS)
and Loan Deficiency Payments (LDPs), with a few minor policy changes.

Among the changes, farm-stored MAL collateral transferred to warehouse storage will retain the
original loan rate, be allowed to transfer only the outstanding farm-stored quantity with no additional
guantity allowed and will no longer require producers to have a paid for measurement service when
moving or commingling loan collateral.

MALs and LDPs provide financing and marketing assistance for wheat, feed grains, soybeans, and
other oilseeds, pulse crops, rice, peanuts, cotton, wool and honey. MALs provide producers interim
financing after harvest to help them meet cash flow needs without having to sell their commodities
when market prices are typically at harvest-time lows. A producer who is eligible to obtain a loan,
but agrees to forgo the loan, may obtain an LDP if such a payment is available. Marketing loan
provisions and LDPs are not available for sugar and extra-long staple cotton.

FSA is now accepting requests for 2016 MALs and LDPs for all eligible commodities after harvest.
Requests for loans and LDPs shall be made on or before the final availability date for the respective
commodities. May 31 is the final loan availability date for Corn, Dry Peas, Grain Sorghum, Lentils,
Mustard Seed, Rice, Safflower Seed, Chickpeas, Soybeans, Sunflower Seed, and Cotton.

Before MAL repayments with a market loan gain or LDP disbursements can be made, producers
must meet the requirements of actively engaged in farming, cash rent tenant, and member
contribution.

Commodity certificates are available to loan holders who have outstanding nonrecourse loans for
wheat, upland cotton, rice, feed grains, pulse crops (dry peas, lentils, large and small chickpeas),
peanuts, wool, soybeans and designated minor oilseeds. These certificates can be purchased at the
posted county price (or adjusted world price or national posted price) for the quantity of commodity
under loan, and must be immediately exchanged for the collateral, satisfying the loan. MALs
redeemed with commodity certificates are not subject to the actively engaged in farming, cash-rent
tenant, Adjusted Gross Income provisions or the payment limitation.

To be considered eligible for an LDP, producers must have form CCC-633EZ, Page 1, on file at
their local FSA Office before losing beneficial interest in the crop. Pages 2, 3, or 4 of the form must
be submitted when payment is requested.

The 2014 Farm Bill also establishes payment limitations per individual or entity not to exceed
$125,000 annually on certain commaodities for the following program benefits: Price Loss Coverage
(PLC) payments, Agriculture Risk Coverage (ARC) payments, marketing loan gains (MLGs), and
LDPs. These payment limitations do not apply to MAL loan disbursements or redemptions using
commodity certificate exchange.

Adjusted Gross Income (AGI) provisions were also modified by the 2014 Farm Bill. A producer
whose total applicable three-year average AGI exceeds $900,000 is not eligible to receive an MLG
or LDP. Producers must have a valid CCC-941 on file to earn a market gain of LDP. The AGI does
not apply to MALs redeemed with commodity certificate exchange. For more information and
additional eligibility requirements,
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Filing CCC-941 Adjusted Gross Income (AGI) Certifications

Many producers have experienced delays in receiving Agriculture Risk Coverage (ARC) and Price
Loss Coverage (PLC) payments, Loan Deficiency Payments (LDPs) and Market Gains on Marketing
Assistance Loans (MALSs) because they have not filed form CCC-941, Adjusted Gross Income
Certification. LDPs will not be paid until all eligible producers, including landowners who share in the
crop, have filed a valid CCC-941.

Producers without a valid CCC-941 certifying their compliance with the average adjusted gross
income provisions will not receive payments that have been processed. All farm
operator/tenants/owners who have not filed a CCC-941 and have pending payments should
IMMEDIATELY file the form with their recording county FSA office. Farm operators and tenants are
encouraged to ensure that their landowners have filed the form. FSA has been issuing 2016 LDPs
and Market Gains.

FSA can accept the CCC-941 for 2015, 2016 and 2017. Unlike the past, producers must have the
CCC-941 certifying their AGI compliance before any payments can be issued.

USDA is an equal opportunity provider, employer, and lender. To file a complaint of discrimination, write:
USDA, Office of the Assistant Secretary for Civil Rights, Office of Adjudication, 1400 Independence Ave., SW,
Washington, DC 20250-9410 or call (866) 632-9992 (Toll-free Customer Service), (800) 877-8339 (Local or
Federal relay), (866) 377-8642 (Relay voice users).
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